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Telecommunications Research and Action Cmtcr (“TRAC“),”5 which dcscriks its primary goal 

as -promot[ing] the interests of residential telecommunications cus tomm.”~’~  TRAC has 

published what it claims to be “independent‘ studies (all with n d y  identical conclusions) for 

several other Verizon states, plus California Illinois, Florida. and Georgia. The studies purpon 

to show that consumers will “benefit” from BOC entry into the long distance market in the form 

of lower prices for long distance and local services. 

j .  

99. The conclusions reached by TR4C in its various studies are not credible. First. 

although TRAC poses as an advocate for consumer interests, the organization’s funding can bc 

traced back to the RBOCs. Second. and more imponantly. the methodology that TRAC employs 

is seriously flawed and grossly exaggerates the savings, if any, that consumers might plausibly 

obtain from RBOC long distance entry. Appendix I to this affidavit contains a substantive 

review of  the independence of these “studies.” and shows that they do not stand up to any serious 

analytical scrutin>. Any reliance by the Commission upon the conclusions of these studies or 

upon an! extrapolations or inferences derived therefrom would be highly misplaced. 

I 15. In response to discovep. Verizon DC did identify *‘the studies conducted by TRAC“ IS 

oeing ’,analyses. repons or other documents relating to the purported benefits from Vcrizon’s 
long distance entn in New York. Massachusetts. New Jersey and Pennsylvania.” See. VeritOn 
DC response to ATgLT Data Request 4-2. 

I 16. hno:~mww.trac.orelboutlindex.html. accessed 09/18/02. 
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1 CONCLUSION 

7 - 
3 
4 
5 
6 

Verizon DC has failed to present adequate evidence via i ts Section 271 application for this 
Commission to conclude that a grant of authority to enter the in-region long distance 
market in the District of Columbm is in the public interest. 

'I 

100. In considering Verizon DC's Section 271 Application and in making its consultative 

recommendation to the FCC. the Commission should recognize that the failure of meaningful 

and effective competition to develop in the District's local services market despite years of 

regulatory attention and billions of dollars of investment may well k due largely to the insur- 

mountable barriers that perpetuation of the existing integrated Verizon have created. Given the 

persistently slow pace at which local competition in the District has been able to develop under 

the existing inreprored operation of Verizon. especially in light of recent CLEC bankruptcies. 

rogether with the enormous marketing advantages that Verizon will aquire  in selling its long 

distance services to what are essentially captive residential and small business subscribers. 

aliou in; Verizon into the long distance market at this time is decidedly inconsistent with the 

public interesr Verizon can and. as the experience in New York amply confirms. will use its 

dominance of the local market to preemptively sell its long distance services to inbound 

customers. and even with minimal marketing and advertising generally can be expected to 

rapidl? increase its share of the District's long distance market to the point of substantial market 

dominance. Rather than increasing competition in long distance services as the Company 

contends wail1 arise as a result of its entry. market concentration will grow, competition will 

suffe:. and prices to consumers will inevitably rise. 
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101. Once Vcrizon DC has obtained $271 authority. its incentives for further compliance 

with $25 1 and $752 of the 96 Act will be significantly diminished. The absence of successful 

competitive entry and penetration in the District's local service market. the potential for Verizon 

DC "backsliding" once its long distance business has bcm cstablishcd. and the serious risk that 

Verizon DC will come to monopolize the District's long distance market BS well. all portend a 

serious and permanent diminution of competition in the District. leading ultimately to higher 

. .  

: -  

prices and fewer choices for DC consumers. 

102. Although Section 272 requires structural separation of the BOC and its Section 272 

affiliate for the first three years following 271 approval (unless further extended by the FCC). in 

those regions where Verizon has been granted interLATA authority, the Company consistently 

operates in a manner that simulates full integration while purponing to "comply." albeit facially. 

with the separate affiliate requirement. Through cross subsidies and predatory pricing in the 

iorm ofjoint marketing. billing. and product tie-ins. Verizon Long Distance is able to leverage 

in? \ erizon DC 9 1.8°A loco/ market share into pricing plans that cannot possibly be matched by 

I \ C  competitori. even by competitors offering a bundle of local and long distance service. 

Lniesr. \ erizon DC agrees to comply in a meaningful way with the Section 272 code of conduct, 

thc Company will be able to exploit its affiliate relationships to the derrirnent of CLECs. lXCs 

and customers alike. Moreover, given Verizon's position before the FCC regarding BOC-wide 

sunset of the Section 272 separate affiliate requirements. it may have no obligation to adhere to 

a n \  federal competitive safeguards in its provision of interLATA services. For all ofthese 

rr3sons. approval of Verizon DC's Section 27 I Application is not in the public interest, and the 

i ommission should recommend to the FCC that Verizon DC's Application be rejected unless 
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2 

and until the specific recommendations set forth at paragraph 10 above, along with the -1 

concerns expressed throughout this affidavit. have bcen addressed. 

.. .- 
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Statement of Qualifications of 
LEE L. SELWYN 

Dr. Lee L. Selwyn has been actively involved in the telecommunications field for more than 
twenp-five years. and is an internationally recognized authorit?. on telecommunications 
regulation. economics and public policy. Dr. Selwyn founded the firm of Economics and 
Technolog!. Inc. in 1971. and has served as irs President since that date. He received his Ph.D. 
degree from the Alfred P. Sloan School of Management at the Massachusetts Institute of 
Technolog?. He also holds a Master of Science degree in industrial Management from MIT and 
a Bachelor of Arts degree with honors in Economics from Queens College of the City Univenit) 
o f h e n  YorL 

Dr. Selwyn has testified as an expert on rate design. service cost analysis. form of 
regulation. and other telecommunications .policy issues in telecommunications regulatory 
proceedings before some forty state commissions. the Federal Communications Commission and 
the Canadian Radio-television and Telecommunications Commission. among others. He has 
appeared as a witness on behalf of commercial organizations. non-profit institutions. as well as 
local. state and federal government authorities responsible for telecommunications regulation 
and consumer advocacy. 

He has served or is now serving as a consultant to numerous state utilities commissions 
includ in; those in Arizona. Minnesota. Kansas. Kentucky. the District of  Columbia. 
Connrcticur.  California. Delaware. Maine. Massachusetts. New Hampshire. Vermont. New 
Me\icc>. \\ isconsin and Washington State. the Office of Telecommunications Policy (Executive 
Off icc  nl tht. President). the National Telecommunications and Information Administration. the 
Fcoersi C mrnunications Commission. the Canadian Radio-television and Telecommunications 
Cornmi35ion. the Cinited Kingdom Office o f  Telecommunications. and the Secretaria de 
C nmunicacionec J Transportes of the Republic of Mexico. He has also served as an advisor on 
klecommunications regulatory matters to the International Communications Association and the 
Ad Hoc Telecommunications Users Commiaee. as well as to a number of major corporate 
ielecornrnunicaiions users. information services providers. paging and cellular carriers, and 
specialized access services carriers. 

I): Sc lnyn  has presented testimony as an invited witness before the US. House of 
Kcprexntai ives  Subcommittee on Telecommunications. Consumer Protection and Finance and 
hel'circ thc l ' .S .  Senate Judiciay Cornminee. on subjects dealing with restructuring and 
ocr i . :u la i i~~  of portions o f  the telecommunications industry. 



Dr. Lee L. Selwyn Statement of Qualifications 

In 1970. he was awarded a Post-Doctoral Research Grant in Public Utility Economics under 
a program sponsored by the American Telephone and Telegraph Company. to conduct research 
on the economic effects of telephone rate structures upon the computer time sharing i n d u m .  
This work was conducted at Harvard University's R o p m  on Technology and Societ?.. where he 
was appointed as a Research Associate. Dr. Selwyn was also a member of the faculp at the 
College of Business Administration at Boston University from 1968 until 1973. where he taught 
courses in economics. finance and management information system. 

. .  

Dr. Selwyn has published numerous papers and articles in professional and trade journals on 
the subject of telecommunications service regulation. cost methodology. rate design and pricing 
polic! . These have included: 

"Taxes. Corporate Financial Policy and Return to Investors" 
iLbtiona1 Tax Journal. Vol. XX. No.4. December 1967. 

"Pricing Telephone Terminal Equipment Under Competition" 
Public Urilities Formighr!i,. December 8 .  1977. 

"Deregulation. Competition. and Regulatory Responsibility in the Telecommunications 
Indust?'. 
I'rcsenred or rhe I979 Rare Svmposium on Problems of Regulared lnduswies - Sponsored by: 
Ti,'. .-I nierican (iniversin.. Fosrer Associares. lnc., Missouri Public Service Commission. 

nnrr.s ir~ o/.\~issouri-Columbiu. Kansas City. MO. Februan 1 I - 14. 1979. 

-Sillin; O u r  the Economic Costs of Terminal Equipment Services" 
7 ~ ~ i ~ ~ I ~ t 7 1 1 n c  En,rinerr and Management. October 15. 1979. 

'I sJre-Sensiiive Pricing" (with G. F. Borton) 
13 rhrre pan series) 
~ C / L , / J / ? ~ ? ~ L .  Januap 7.28. FebruaT 1 I .  1980. 

"Prrspec[ives on bsage-Sensitive Pricing" 
l ' i ih/iL.  l . / i l i r i c ~ . s  Formighriv. Ma) 7. 198 I 

-L)i\eniIication. Deregulation. and Increased Uncertainty in the Public Utility Industries" 
( 'oninicnr.\ Prcsenred ai rhe Thrrreenrh Annual Conference of rhe Instirure ojPublic Vlilities, 
\\'iliiamsburg. V A  - December I4 - 16. 1981. 

"Local Telephone Pricing: Is There a Better Way?: The Costs of LMS Exceed its Benefits: a 
Kepon on Recent U.S. Experience." 

I'riicccdinp OIU conference held ar Montreal. Quebec - Sponsored by 
( muiliun Rudiii- Television and Telrcommunicarions Commission and The Centre for the 
.kiidjl. of He,f!ulari~d Industries. McGill Liniversin,. May 2 - 4. 1984. 

i 
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"Long-Run Regulation of AT&T A Key Element of A Competitive Telecommunications 
Polic!." 
Telemarics. August 1984. 

"Is h u a l  Access an Adequate Justification for Removing Restrictions on BOC - 
Diversification?" 
Presenred ar rhe Insrirure ofpublic Uriliries Eighteenth Annual Confireme. Williamsburg. 
VA - December 8 - IO. 1986. 

--Market Power and Competition Under an Equal Access Environment" 
Presenred ai rhe Sixreenrh Annual Conference. "lmpacr ofDeregularion and Marker Forces 
an Public Uriliries: The Future Role of Regularion" 
lnsrirure of Public Uriliries. Michigan SIare Universir): Williamsburg. VA - December 3 - 5.  
1987. 

"Contestable Markets: Theory vs. Fact" 
Presenred ai the Conference on Currenr Issues in Telephone Regulations: Dominance and 
Cosr Allocarion in lnrerexchange Markers - Cenrer for Legal and Regularor?, Srudies 
Deparrmenr of Managemeni Science and Informarion Svstems - Graduate School o f  
Business. bnrversip of Texas ai Ausrin. October 5. 1987. 

"The Sources and Exercise of Market Power in the Market for lntenxchanpe 
Telecommunications Services" 
I're.\cnred a! rhe h'inereenrh Annual Conference - "Alrernarives 10 Traditional Regularion: 
O ~ I I I O I ~ . \  tor- Rcform " - lnsrrrute of Public Liriliries. Michigan Stare liniversin.. Williamsburg; 
\ ' .A.  December. 1987. 

"Assessing Market Power and Competition in The Telecommunications Industry: Toward 
a n  Empirical Foundation for Regulatory Reform" 
Fcderal C'ommunicarions Lau Journal. Vol. 40 Num. 1. April 1988. 

Perspective on Price Caps as a Substitute for Traditional Revenue Requirements 
K e y  lation" 
Prcsenred ai ihe Twenrieih Annual Conference - "ken. Regularow Conceprs. issues and 
C 'rrnrrovcr.~ies '' - Insrirure of Public lirilirics, Michigan Srarc liniversin. Williamsburg. VA, 
December. 1988. 

"The Sustainability of Competition in Light of New Technologies" (with D. N. Townsend 
and P.  D.  Kravtin) 
I'rc.\cnied ai ihc Twenrierh Annual Conference - Insrirure of Public Utiliries Michigan Stale 
(.nn*er.rrr). Williamsburg. VA. December. 1988. 

. .  
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-'Adapting Telecom Regulation to industry Change: Promoting Development Without 
Compromising Ratepayer Protection" (with S. C. Lundquia) 
IEEE Communicarions Magazine. January. 1 989. 

"The Role of Cost Based Pricing of Telecommunications Services in the Age of Technology 
and Cornpetition" 
Presented at Xarional Regulaton, Research Imrirure Conference. Seattle. July 20. 1990. 

"A Public GoodPrivate Good Framework for Identifying POTS Objectives for the Public 
Switched Network" (with Patricia D. Kravtin and Paul S. Keller) 
Columbus. Ohio: Ivarional Regulaton, Research Instirure. September 1991. 

-'Telecommunications Regulation and Infrastructure Development: Alternative Models for 
the Public/Private Partnership" 
Prepared, for the Economic Svmposium of the Internutiowl Telecommunications Union 
Europc Telecom '92 Conference. Budapest. Hungaq-. October 15. 1992. 

-'Efficient Infrastructure Development and the Local Telephone Company's Role in 
Competitive industry Environment" Presented at /he Twenv-Fourth AnnuaI Conference. 
Institute of Public Utilities. Graduare School of Business. Michigan Stare Universin,. 
".Virtirng Boundaries between Regulation and Comperirion in Telecommunications and 
Encrp ' . k'illiamsburg. VA. December 1992. 

. . .  . 

"Measurement o f  Telecommunications Productivity: Methods. Applications and 
Limitations" (wi th  Franqoise M. Clones) 
1'i.cwiiicd ai Organrsarron,for Economic C'ooperarron and Developmen:. Working Puny on 
7~~i~~r.rininiir1iicatr~1n and Information Senvces Policies. '93 Conference "Defining 
I'r*rtr~rniuncc lndicarors,for Comperrrrvc Telecommunicarions Markers ". Paris. France, 
Frhruar! 8-9. 1993. 

-1 clecomrnunications Investment and Economic Development: Achieving efficiency and 
balance among competing public policy and stakeholder interests" 
I'rcwnred ai the 105th Annual Convenrron and Regulatory Svmposium. Narional 
..( \ vll.ioiron of Reploton Vtilin Commissioners. Neu York. November 18. 1993. 

-The Poiential for Competition in the Market for Local Telephone Services" (with David N. 
1 consend and Paul S. Keller) 
i'rc.wnicd of the Organizarron~for Economic Cooperorion and Development Workshop on 
7~~iciv~mmunrcatron Infrastructure Competirron. December 6-7. 1993. 

"\larkel Failure in Open Telecommunications Networks: Defining the new natural 
monopol! ... L'tilities folic>.. Vol. 4. No. 1 .  January 1994. 
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, 

The Enduring Local Bottleneck: Monopo& Power and the Local Exchange Carriers. (with 
Susan M. Gately. et al) a report prepared by ET1 and Hatfield Associates. Inc. for AT&T. 
MCI and CompTel. February 1994. 

Commerciallv Feasible Resale of Local Telecommunications Services: An Essential Srep in 
rhe Transirion IO Eflecrive Local Competition. (Susan M. Gately. et al) a mpon prepared by 
ET1 for ATBrT. July 1995. 

"Efficient Public Investment in Telecommunications Infrasrmcture" 
Lund€conomics. Vol 71. No.3. August 1995. 

. . .  

Funding liniversal Service: Maximizing Penetration and Efiicienq in a Competitive Local 
Service Environment. Lee L. Selwyn with Susan M. Baldwin. under the direction of Donald 
Shepheard. A. Time Warner Communications Policy White Paper, September 1995. 

Slrunded lnvestmenr and the New Regularow Bargain. Lee L. Selwyn with Susan M. 
Baldwin. under the direction of Donald Shepheard. A Time Warner Communications Policy 
White Paper. September I995 

"Market Failure in Open Telecommunications Networks: Defining the new natural 
monopol! .'. in Xenvorks. Infiasfrucrure. and /he New Tarkfor Regulation. by Werner Sichel 
and Dona1 L. Alexander. eds.. University of Michigan Press. 1996. 

E.vruhli.vhing Effective Local Exchanpe Comperirion: A Recommended Approach Based 
Lpon on . 4no /ws  of  rhe Linired Srares Erperience. Lee L. Selwyn, paper prepared for the 
Canadian Cable Television Association and filed as evidence in TeIc.com Public Notice 
CRTC 95-96. Local Interconnection and Network Component. January 26. 1996. 

Thc C'osr  of bniversul Service. A Criricul Assessmenr ofthe Benchmark Cost Model, Susan 
M. Baldwin with Lee L. Selwyn. a repon prepared by Economics and Technology. Inc. on 
hehalf of  the kational Cable Television Association and submitted with Comments in FCC 
Docker ho .  CC-96-45. April 1996. 

Economic (onsiderurions in rhe Evuluurion of Alrernarive Digiial Television Proposals. Lee 
L.  Se1u.n (as Economic Consultant). paper prepared for the Computer Industry Coalition 
on Advanced Television Service. filed with comments in FCC MM Docket No. 87-268, In 
rhr Matter of Advanced Television Systems and Their Impact Upon the Existing Television 
Broadcast Service. July I 1 .  1996. 

. - ! . ~ . w w n ~  lnrumbenr LEC Claims ro Special Revenue Recovew Mechanisms: Revenue 
opporluniltes. marker assessmenis. and,furrher empirical ana!vsis ofthe "Gap" between 
emhedded ond.fomurd-looking cosrs. Patricia D. Kravtin and Lee L. Selwyn. In the Matter 
of Access Charge Reform. in CC Docket No. 96-26?, January 29. 1997. 

http://TeIc.com
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The Use of Forward-Looking Economic Cost Pro? Models. Susan M .  Baldwin and Lee L. 
Selwyn. Economics and Technology. Inc.. February 1997. 

The Eflect ofInrerne/ Use On The fiation‘s Telephane fiework. Lee L. Selwyn and Joseph 
H’. Laszlo. a report prepared for the Internet Acce);s Coalition. July 22. 1997. 

Replaton. Treatment ofILEC Operations Support Svstems Costs. Lee L. Selwyn. 
Economics and Technology. Inc.. September 1997. 

The ‘Connecticut Experience” with Telecommunicotions Competition: A Case in Getting it 
Wrong. Lee L. Selwyn. Helen E. Golding and Susan M. Gately. Economics and Technology. 
Inc.. February 1998. 

Where Have AN The Numbers Gone?: Long-term Area Code Relief Policies ond the Need 
,for Short-rem Reform. prepared by Economics and Technology. Inc. for the Ad Hoc 
Telecommunications Users Committee. International Communications Association. March 
1998. 

Broken Promises ’ A Review ofBell Atlantic-Pennsylvoniak Performance Under Chopler 
30. Lee L. Selwyn. Sonia N. Jorge and Patricia D. Kravtin. Economics and Technology. 
Inc.. June 1998. 

Liiiildinx .4 Broadband America: The Competitive Ke.vs IO /he Future of the hrernet. Lee L. 
Selwyn. Patricia D. Kravtin and Scott A.  Coleman. a repon prepared for the Competitive 
Broadband Coalition. May 1999. 

Nringing Broadband to Rural America lnvesrment and Innovation In  the Uake o f  thr 
7C/CC<J!77 AN .  Lee L. Selwyn. Scott C. Lundquist and Scott A. Coleman. a report prepared 
for the  Competitive Broadband Coalition. September 1999. 

Dr. Selmyn has been an invited speaker at numerous seminars and conferences on 
telecommunications regulation and polic). including meetings and workshops sponsored by the 
harional Telecommunications and Information Administration. the National Association of 
Kegulatop Uti l ip  Commissioners. the US. General Services Administration. the Institute of 
l’uhlii 1:tilities at Michigan State Universib. the National Regulatory Research Institute at Ohio 
Starc Lniversit!. the Harvard University Program on Information Resources Policy, the 
C olurnbia Lniversit? Institute for Tele-Information. the International Communications 
Association. the Tele-Communications Association, the Western Conference of Public Service 
C ornrnissioners. at the New England. Mid-America. Southern and Western regional PUCPSC 
cmlerences. as well as at numerous conferences and workshops sponsored by individual 
resularoy agencies. 

. .  
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News Release 
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Vernon Aaks PSC To Suppott Company's R o q w t  To Offw Long 
Distance m Natlon's Capml 

Filing Bnngs Wwshingtonmns Cl0l;orm Full Tafuom COnWtibOn 

July 12,2002 

media contact: 
Sandra Amelte. 202-392-1021 
Harry Mitchell. 304-3441-7562 

WASHINGTON ~ Consumers in the Nation's Capml are a malor stcp 
closer to enjoying full telecommunicabons compeWon. 

Venzon today notified me Distnct of Columbia Public Semce Commission 
(PSC) that the company plans to file an applicabon laler this year w#h the 
Federal Communications Commission (FCC) to offer longdstance mmce 
in Washington. D.C 

Saying that me local Phone market is obviously and irrevenbly open to 
commtition Verizon is taking the next step in IS bid to offer long-distance 
service lo consumers and businesses in the Distna 

verizon is seeking the PSC's SUPPOR of the company's upcoming long- 
disfance application with me FCC. which ultimately has the authomy to 
allow Vernon to offer long-distance service in the Dismct. 

The FCC has 90 days 10 renew Venzon's long-distance bid once the 
company files its application with the federal agency The PSC and the 
u s Department of Justice will provide their consultabons to the FCC 
before it makes a deusion 

"Its time for Washingtonians to reap the benefits of full 
lelecommunications competition that Wnsumers elsewhere are enjoying 
today." said Marie C. Johns. president of Vernon Washington. D.C. 
"Distncl consumers should be able 10 realize sanngs similar to those 
available tcday in New York. MassachuseN. Pennsylvanm Connecticut. 
RhWe Island, Vermont. Maine and New Jersey" 

Venzon now offers long-distance SeMce in 44 slates and lo 80 percent of 
its iocal phone customers across the country 

"we've worked very hard over the past lew years to reach MIS wni. and 
we look forward to proving our readiness lo the commission." said Johm 

Consumers are sanng as much as S1.8 billion annually from local and 
long-distance cornpetition asrouated wrth Vernon's entry into kmg. 
distance markets according to studies analyzed by Vernon. The sanngs 
are based on proleaions from a vanety of indepsndent emnomisk and 
consumer watchdog groups 
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Vernon Communiutions 

V e m n  Communicatmns (NYSE M) IS one of the worlds leading 
pmwders of mmmunicabons SOMCSS Vernon mmpanes are the largest 
pmwders of wrelim and wrelcss mmmunmbons m h U n W  States 
m 133 8 million a- line equMlents and rpprmnnrWy 29.6 milllon 
wmless curtomam Vernon IS also lhe largest dindDry puMahar in the 
woM Wdh more than 567 hllm n annual and 248.000 
employees Vernon's global p r s ~ n c a  cate~'& to mom lhan 40 munmaS 
in the Amtncas Eurcpe Asia and the PSDfc For mom infDnnabon on 
venton wsn www venzon tom 
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“FCC’s Powell Says Telecom ‘Crisis’ May Allow a Bell to 
Buy WorldCom”, Wall Street Journal, July 15, 2002 
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thr lines the delensc indus1r:i Welit 
Ihmupll in Ihr IWs. 

Them are plrnly ul dtxWint!s ill illlll- 
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datr ul lhr nuirkel,- mid Mr. I'Dwcll: 
who in the Clintm adnunistratiuri was a 
top nflicisl or the Jiislicr Ikpartmml's 
antitrust division. "11 a Ik-ll conipan?' 



i FCC Chiqf Telecom Crisis CouZd Change Rules 1 I 

Wrong Numbers 
FCC Chairman Michatl lbMll raid the lc(ccanmunicalam lnduSby 6 in a Sale of -unrr cnus-,tNW@t 
JWUI by a rave of banlvugtcrs. acrouniing ScmdJk. and plunging Roch Dnces. 

Stock prices plum met... AS tha Industry W l t ~  d m  ' . 

Perceiil change 01 lwr mal01 telecom 
mmpanics' shares since March 2ooO: 

I' 
The last two years have been rwgh oh 
telecom companies @ any measure. 

m AI me md of 2000 thee w e  330 compeliirn 
kml -sctunp cnmro cnalIen@ng Llab Bells 

0% - Global Wing vm ate f w r  man 80. 
m In ihe pati IWO ears. nwestm hwe wfle~rd 

mote man 12 mllion m wper losses Imm a 
gmter man 6oa dmp in ~ht. i e k m l   or's 
mafkcl value 

wmd 25% las w r  ann IS lonoan to mrt 

m AS of March. only IO& 01 the 39 rmUlOn nSks 
of hber .o~~~c cabl~s streiched wi uneer Ihe 
US. was in use 

-25 

-54 

-75 motner 20% mi3 war. 

I ComIaI SDcndinp. bv IeImni mmoa~*g 

kunn lN-.ullw!arrm:wmn 
-Iw& 

Nn*' mol 
- . -. . . -_ -__. .-. 

pan! whosc ;isscIs art- rrtlical *nnp 
nrnts of tlic cnlin' nrtwuirk. I t  wwkl bc 
messy if lhcy I x u m r  im:ivailahle." 

Wiirltl(:nni's riirrc-nl niaiiagcincnl. i n  
riudinE ncu' C X O  .loIin Sidpmnrr, said 
Thursday that a hmkruplcy filing by 
IIIC t~~i i ipuiy.  h i w d  in Clinton. Miss., 
was luiking iniwasingly likely. holed- 
1111: \VnrldCnni's husincss and m&n- 
h;iI ritslunicrs IS rapidly lnwtning a hal 
political issiic. On Vridiiy. w a l e  Unn- 
IiicTc't' Coinmitin' Clwirninn EmeU E 
HiJlinF wmlt' Mr. lhwcll lhul his "fau* 
mnst rrsjrinsibilily IS hi Iimlecl lhr tn- 
tcgrity ant1 reli;ihilily of Ihr Mlbll's 
tclrcr,niniiinicatiiins nrlwvrk.' T k  
South C;irnltn;i Iwitiiwat also &MI Hr. 
t'mwcll to dcl;iil IC a~cnry'r nnslin- 
wnry plans. 

At this jniinl. Mr. IWcll aid, world. 
Corn's ullirials and Icndrn; have gim 
assiiraiiivs 11i;it Ihr nnnluny would auk 
tiniiv IO fully maintain its voicr .od 
d:iiu networks. -11's ping lo be a cridry 
siciiatiun her;iuse lkrc wil l  & lo be 
R miijnr n*stnictiiring d lhr rnrnpp~y 
or i ts assrls that ckmm'l kfld lo rcrvk 
uiit:i~~:' Nr. I'nwcll sad. 3VeVe rrwR- 
ing ekis~ly. hut for now M h  tb~? awn- 
piny and Ilir banks belicw llul keep 
iiiy thr nrlwiirks ninninp is in rcrrry. 
iinr's hcst itilcrwl." 

Still. lit* said. 'lhings an* bcraminl: 
..,., -,, .,.. *.,,. h. t l , , .  ,4., . .  " 
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Verizon Communications Posts Strong Results 
For Fourth Quarter and 2000 

:,3,.!*s:c' InicYiia!lo? he.6 d f,s'ents 

Feb 01,2001 

High-Growth Services Fuel Revenue Gains; Company Meets Financial Goals and Delivers 
Adjusted EPS of 77 Cents for Quarter. $2.91 for Year 

YEAR-END HIGHLIGHTS 

. 540,000 DSL (digital subscriber line) customers vs. 500.000 target . 1.4 million New York long-distance customers vs. 1 million target . 1.2 million net new U.S. wireless customers in quarter. 27.5 million total . Data revenues grow 30 percent for the year . 108.8 million access line equivalents (ALES). wilh data circuits as measured in ALES growing 
60 percent . Telecom package sales increase 71 percent yearsver-year . Proportionate international wireless customers grow 47 percent to 8.1 million 

Verizon Communications announced today that fourth quarter 2000 reported earnings of 70 
cents per diluted share, on net income of $1.9 billion, increased 11.1 percent from 63 cents, or 
S1.7 billion. in fourth quarter 1999. For 2000. reported earnings per share (EPS) were $4.31, or 
S11.8 billion. a 45.1 percent increase from $2.97. or $8.3 billion, in 1999. Reported results for all 
periods incorporate the net after-tax effect of gains, charges and other adjustments described 
below. 

Adjusted EPS for fourth quarter 2000 of 77 cents. or $2.1 billion, increased 2.7 percent from 75 
cents. or $2.1 billion, in fourth quarter 1999. For the year, adjusted EPS rose 2.5 percent to 
52.91. or $8.0 billion. from $2.84. or $7.9 billion, in 1999, in line with the company's previously 
announced financial targets. Adjusted results for fourth quarter 1999 include results of the U.S. 
wireless properties of Vodafone Group PIC that became part of Verizon Wireless as of April 
2000. 

L i n t  version 

Of thlS Dage Continuing strong demand for high-growth services such as wireless and data. and d i d  
volumes for voice services, drove a 6.7 percent increase in adjusted consolidated revenues 
from current operations, lo (616.9 billion, from $15.8 billion in fourth quarter 1999. Full-year 
adjusted consolidated revenues from current operations grew 7.2 percent, to $63.4 billion from 
559.2 billion in 1999. Adjusted revenues in all periods exclude revenues from certain s ignibnt  
operations sold in 1999 and 2000. 

"Our solid operating performance in 2000 confirms both the validity of our business model end 
our ability to execute on it." said Verizon Chairman and Co-CEO Charles R. Lee. 

_ , ^ ,  _ _  UT - 

?ere . ~~ 

"Last year, we completed two major transactions that gave us the scale as well as the financial 
strength and flexibility lo deliver sustained. profitable growth in competitive markets. We 
integrated organizations without missing a beat and made full use of our new capabilities. We 
started a long-distance operation in New York that established a new model for simplicity and 
value and won more than 20 percent of the consumer market; we worked through numerous 
industry-wide challenges to begin meeting the tremendous demand for broadband s e w W  we - 
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Appendix I 

A Critical Examination of the "Independence" of the 
Telecommunications Research and Action Center Studies 

Regarding Alleged Consumer Benef& Following 
BOC Entry Into the Long Distance Market 

The Telecommunications Research and Action Center ("TRAC") describes its primary 

- eoal as '.promot[ing] the interests of residential telecommunications customers."' TRAC has 

published what it claims IO be "independent" studies (all with nearly identical conclusions) for 

numerous Verizon-region states. plus California. Illinois. Florida. and Georgia. The studies 

purpon to show that consumers will "benefit" from BOC entry into the long distance market in 

the form of low*er prices for long distance and local services. 

_. The conclusions reached by TRAC in its various studies are not credible. First. although 

TKsC poses as an advocate for consumer interests. the organization's funding can be traced 

hack I O  the RBOCs. Second. and more imponanti?. the methodology that TRAC employs is 

smiiusl! flawed and grossly exaggerates the savings. if any. that consumers might plausibly 

ohrain from RBOC long distance entry. The BOCs have directly and indirectly relied upon the 

result\ o f rhe  iarious TRAC studies in suppon of their Section 271 applications for interLATA 

I hrtn. ' /w UT\ .trac.oreiabout/index.html. accessed 09/18/02. 

1 
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authority.' Any reliance by a state public utility commission upon the conclusions of these 

studies or upon any extrapolations or inferences derived therefrom would be highly misplaced. 

The TRAC Studies a re  not independent studies, but rather were paid for and sponsored by 
a Washington, DC public relations firm whose clients include Verizon. Qwat. SBC, 
BellSouth. and their industry lobbying organbt ion ,  the United States Telecorn 
Association. 

TRAC's own characterization of its group as an advocate for "the interests of residential 

telec~mmunication~ customers" does not withstand scrutiny. In fact, TRAC is neither 

"independent." nor is there any basis to portray it as a consumer group. TRAC is registered as a 

not-for-profit corporation organized under §501(c)(3) of the US Internal Revenue Code.' AS a 

not-for-profit corporation. TRAC files IRS Form 990-EZ return annually with the Internal 

Revenue Service: these returns are supposed to be made public and are available from the 

hational Center for Charitable Statistics (NCCS).' 

2 I I not directly submined 10 the state public utility commission as pan of its Section 271 
application. the BOCs frequently refer to calculations of consumer benefits made by 
'.independent economists" and "consumer watchdog groups" in press releases announcing the 
submission of the 271 application for state review. See. for example. Verizon News Releases, 
"I erizon: Stud! Reinforces Why New Jersey Consumers Should Not Have To Wait For Savings 
O n  Phone Bills." December 13.2001: "Verizon Asks PSC to Support Company's Request to 
Ofler Lon; Distance in Maryland." April I?. 2002: "Verizon Asks PSC to Suppon Company's 
Kequcsi to Offer Long Distance in West Virginia." June I I .  2002: and "Verizon Asks PSC to 
Suppon corn pan!'^ Request to Offer Long Distance to Nation's Capital." July 12,2002. 

3 C.S.C 501(c)(3) 

1 As of June 8. 1999. all 501 (c) organizations - except private foundations - are 
required to send copies of their three most recent Form 990 (as well as their Form 1023, the form 
t o  appl! for tal-exempt status) IO anyone who requests them. The TRAC Form 990 for 2000 is 
a\  ailable ai nccs.urban.org1990!. 
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